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LEGISLATIVE RESEARCH COUNCIL 
LEGISLATIVE RESEARCH BUREAU 


STATE HOUSE, BOSTON 33, MASS. 


May 18, 1955 


Representative John J. Toomey, Chairman 
House Committee on Ways and Means 
State House, Boston 33, Mass. 


Dear Mr. Chairman: 


Pursuant to your Committee's request, the Legislative 
Research Council submits the attached report discussing the 
application of the Massachusetts personal income tax to the income 
in Massachusetts of nonresidents, and of persons resident but not 
domiciled in the Commonwealth. The many sources which were utilized 
by the Legislative Research Bureau in the assembling of this factual 
material are indicated by footnotes. 


In accordance with your request a concluding chapter also 
discusses the two bills dealing with this subject matter which are 
now pending before the General Court. 

We acknowledge with gratitude the cooperation extended to 
us by State officials, particularly the staff of other similar state 
research agencies, 


Sincerely yours, 


FOR THE LEGISLATIVE RESEARCH COUNCIL, 
(Signed) 


Senator Ralph Lerche, Chairman 
Rep. Joseph P. Graham, Vice-Chairman 
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APPLICATION OF MASSACHUSETTS PERSONAL INCOME TAX TO NONREST DENTS AND CTHERS 


SUMMARY 


Of the 29 states with a personal income tax, Massachusetts is the 
only state which fails to tax the income received by nonresidents, and by 
residents without domicile, from sources within its borders. 


This report discusses the major problems connected with eliminating 
this exception, which stems primarily from the fact that the Massachusetts 
personal income statutes refer only to "inhabitants", The courts construe 
that word to mean residents cf the State who are domiciledttherein. 


The United States Supreme Court has sustained the action of states 
in taxing nonresident net income, provided that the state income tax statute 
does not in any way conflict with the Commerce Clause or the Fifth and Fourteenth 
Amendments of the Federal Constitution. 


Similarly, the Constitution of Massachusetts permits taxation of the 
in-state income of nonresidents, and residents without domicile, provided the 
tax is uniform within the same class of property, and that income not derived 
from property is not taxed moreheavily than income derived from property. 


For tax purposes, residence, or the physical fact of living or being 
in a place, contrasts with domicile, or the single place where one has his 
permanent home or principal establishment. The report examines various statutory 
definitions which might be followed in the drafting of any new law taxing 
Massachusetts nonresidents. In 3 states the definition of "resident" is left 
to the regulations established by the tax denartment. 


To reduce "double! income taxation of a taxpayer by the State where 
he resides, and also by the states where he earns or receives his income as a 
nonresident, two devices are in use: (a) allocation, or (b) tax credit. 


(a) Allocation consists of the apportionment of the taxpayer's 
income among the statcs according to the location of the sources from 
which it was derived, or according to the actual or estimated portion 
of the taxpayer's business transacted in the several states. 


(ob) The tax credit involves letting the taxpayer reduce his income 
tax to one state by part or all of the-income tax paid by him to another 
state on the same income. In many states the tax credit is available 
to the nonresident only if his home state allows a similar credit to 
residents of the state which is taxing him as amonresident. This report 
indicates the varying practices which Massachusétts may follow. 


Since Massachusetts does. not tax nonresidents on their income from 
within the Commonwealth, it is deemed a "reciprocity state," and its residents 
have reciprocal tax credit privileges on their income from the 13 conditional 
reciprocity states. This practice will continue if Massachusetts provides Tor 
reciprocity when it taxes nonresidents. If it does not so provide, its resi- 
dents will be denied reciprocity in the conditional reciprocity states, including 
New York and Vermont. Massachusetts interests in New Hampshire would be un- 
affected, so long as that state continues to tex only the income of its inhabi- 
tants from intangibles. 
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The question is asked whether adoption by Massachusetts of the 
proposal may rouse retaliatory tactics by the 17 non-personal=-income tax states 
such as Connecticut and Rhcde Island. These states could enact personal income 
tax legislation; but it would have to apply to residents and nonresidents alike, 
without discriminating against nonresidents, or it would violate the XIV 
Amendment of the Federal Constitution. A gross income tax on nonresidents has 
been invalidated by the U. S. Supreme Court as a burden on interstate commerce, 


To reduce income tax delinquencies, 11 states including New York and 
Vermont use the withholding tax method, of which 3 apply that method to nonresi- 
dents only. Most if not-all income tax states require employers to file inform= 
ation on personal service payments. 


Experience elsewhere indicates that Massachusetts taxation of the 
net income of nonresidents within its borders would be workable. Additional 
administrative costs would not be high. A withholding tax: on unearned income 
does not seem feasible; as to earned income its cost must be compared with the 
losses when withholding is not in force. 


The Legislative Research Bureau, in the light of the present evidence, 
cannot estimate new revenue for the Commonwealth if the nonresident tax is 
imposed. This evidence does indicate strongly, however, that the estimate of 
#5 million a year is much too large. 


(Two bills (H.li\72 and H.2679) are pending which propose the extension 
of the Massachusetts income tax to nonresidents, as indicated above. Both are 
in need of amendement. 


The report concludes with various income tax computations giving the 
financial results on individual income tax returns of passage of the proposed 
tax on nonresidents. 
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EXTENSION CF THE MASSACHUSETTS PERSONAL INCOME 
TAX TO THE MASSACHUSETTS INCOME OF NONRESIDENTS AND OTHERS 


I. INTRODUCTION 
The Nature and Scope of the Report 

Massachusetts is today the only state with a personal income tax upon 
income from personal services and other sources, which does not include within 
that tax the income derived by nonresidents from sources within the state. 

Because of the pressing need of the Commonwealth for additional 
revenue, the Chairman of the House Ways and Means Committee, (Representative 
John J. Toomey) acting on behalf of the committee, requested on March 10, 1955 
that the Legislative Research Bureau undertake a study of the problems surround- 
ing the proposed application of the Massachusetts personal income taxl to income 
derived from sources within the Commonwealth by persons not resident therein. 

At a subsequent conference on April 7, 1955 with him and the Committee's Budget 
Director (Mr. Charles E. Shepard), it was decided that the scope of the survey 
should also be extended to include the taxation of the personal income of persons 
resident, but not domiciled, in the state, 

The House Committee on Ways and Means is especially anxious to have 
information as to whether such a levy would be workable in Massachusetts, 
whether its imposition would lead to retaliation by other states, and what the 
practice is in other states with regard to this source of revenue, 

This report has been prepared with a view to answering these and cer- 
tain other major questions. Due to the highly complicated nature of the suhject 
matter, considerable detail has been incorporated in the report in order to 
assist the Committee in bill drafting. The sources utilized by the Legislative . 


Research Bureau are indicated in the footnotes, 





general Laws, ce 62 


i ie 
The Present Massachusetts Personal Income Tax 

Acting in 1916+ under authority of Article XLIV of the Amendments to 
the State Constitution®, the General Court imposed a flat-rate classified tax 
upon the personal income derived by "inhabitants! of the Commonwealth from 
intangible property and from employments, professions, business, trade and cer- 
tain other sources, Originally, the tax was intended as a substitute for the 
levies imposed by cities and towns upon intangible personalty, but the 1916 act 
included salaries, wages and other elements in the base. 

Prior to 1933, the total proceeds of the tax were reserved for dis- 
tribution to the cities and tows. However, the Great Depression forced a re-~ 
vision of this policy, nd for the past twenty-one years the income tax receipts 
have been divided between the Commonwealth and its cities and towns 4 Thus, 
of the $71.6 millions collected by the Commonwealth in fiscal 195) from that 
source, $39.6 millions were distributed to cities and towns on an unearmarked 
basis, and another $9.0 millions were earmarked for various types of state aid 


to education,? 


At present, the personal income of persons domiciled in the state is 


taxed by the Commonwealth as follows: 


lacts of 1916, c. 269. The tax hecame effective in 1917. 
Ratified by the people at the election of November 2, 1915. 
3General Laws, c, 62, sections l, 5. 
See Massachusetts Special Commission on Taxation, Report, Part II, The Taxation 
of Personal Income, (House Doc, 2279), March 1951, ppe 10, 13, 15-16. 


S@omptroller, Massachusetts Financid Report for the fiscal year ended June 30, 
195), Mass. P.D. 140, p. 107. in addition, $1.9 millions was transferred 
to the old age assistance fund, which is also a source of state aid to 
cities and towns, 





ups 
Class of Income (Source). 2. _ Effective Ratel 
From "professions, employments, trade or tusiness", 
including salarics -oreeee bee called 


"earned" or "business" income), General Laws, c. 62, 


cog ha 3.078% 


From interest and dividends (popularly termed "unearned!" 
Suemmeerioneral Laws, C..02, Sole ee 703808 
From annuities not exempted, General Laws, c. 62, s. 5 (a), 


(iis (g) ° ° e e ® ° s e + ¢ o € 1.85% 


From capital gains via transactions in intangibles, General 


at 


Laws, Ce 62, se. 5 (c) @ © ¢ ° a « t ° e 7 «380% 


Taxes paid by a inhabitant of Massachusetts to the United States or 
to another state or nation on "earned! income are deductible¢; but no deduction 
is allowed for income taxes paid to those authorities on income falling in the 
other classes, 
Loophole for Nonresidents in Massachusetts Law 

Because the courts have ‘tended to construe the word "inhabitant" te 
mean "one with domicile"3, a loophole has heen provided whereby residents without 
‘domicile, as well as nonresidents, escape taxation on their Massachusetts income. 


Of this situation the Massachusetts Fiscal Survey Commission has recently remarked 


_ that - 


"Tt is now possible for an individual to have a legal residence 
in any non-income tax State while earning a large income and residing 
physically (if not according to legal definition) in Massachusetts 
without having his income subject to any state income tax. To permit 
this loophole to be continued places the bona fide Massachusetts 
resident andt axpayer at a disadvantage and is contrary to equity and 
the best interests of the Commonwealth. 


+Effective rate: the permanent basic rate, plus temporary additional t axes and 
surtaxes,. 


2General Laws, c. 62 s. 6 (c) 
3Feehan v, Tax Commissioner, 237 Mass. 169; Commonwealth v. Bogigian, 265 Mass.531 


—=lj= 
"af the thirty States which now levy personal income taxes, 
ee tax the business income of nonresidents. Massachusetts 


is the only State which exempts this class of income, and the Com 
mission is of the opinion that such preferential treatment af non- 
residents should be terminated, "L 
The Commission did not advocate the application of the state income 
tax to unearned income. It estimated that the taxation of the "earned! Massa- 


chusetts income of nonresidents would produce an annual revenue of $5 million. ° 


The Commission further proposed that the deduction allowable for federal and 
state income tax payments be eliminated.3 It is not clear whether by the phrase 
"state" the Commission meant the Massachusetts personal income. tax paid, or all 
state income taxes paid by the taxpayer on his earned income; nor does the Come 
mission indicate whether it thought that these deductions should be denied to 
resident only, or to residents and nonresidents alike. The Special Commission 
on Taxation had previously estimated that the elimination of the allowance for 
federal and for Massachusetts taxes paid on earned income by inhabitants of the 
state would produce an additional $5.1 million in revenue,4 

Massachusetts does not utilize ahe withholding device as a method of 
reducing t ax delinquency, as do at least eleven other states and two territories.” 
Reliance is placed in the Commonwealth on individual returns by taxpayers end on 
annual reports by employers of the "wages, salary or other compensation” in ex- 


cess of $2,000 paid by them to each of their employees during the t axable year.° 


Massachusetts Fiscal Survey Commission, Second Report, Revenue Program for the | 
Commonwealth, (House Doc. 2400) Jan. 1955, p. 16. ‘The Commission's count | 
of the states is in error, Thirty-one states impose an income tax, two (N.H. | 
and Tenn.) taxing income from stocks and bonds only, and 29 taxing business 
income as well. Twenty-eight of the latter tax both residents and non 
residents on income from personal services, 

CThids ) pend 

3Tbid., pp. 12, 29 

lLpstimate by Masse Special Commission on Taxation, Report, Part II, The Taxation 
of Personal Income, (House Doc. 2279), March 1951, p» 7h. 

Scalifor fornia, Iowa and New York withhold for nonresidents only. Alaska, Arizona, 
Maryland, Hawaii, Colorado, Delaware, Kentucky, Gregon and Vermont apply 
this device to the taxation of all income from salaries and wages, and in 
some cases to other income as well, Wisconsin applies it only to dividends. 

SGener al Laws, Ce 62, sse 22, 25 and 33 





nce" 


II. CONSTITUTIONAL ASPECTS 

From time to time t ax legislation enacted by a state is striken down 
by the state and federal courts as ocnartnutinal because the state legislature 
failed to observe certain constitutional requirements. In this chapter we shall 
indicate what these requirements are, in order that the pitfalls may be avoided 
» by iat General Court, | . | | 
Federal Constitutional Limitations 

In drafting legislation applying a state personal income tax to the 
income derived from sources within the state by non-residents and residents not 
there domiciled, it is necessary to keep in mind certain legal "boundary markers" 
which have been posted by the Constitution of the United States, and by the United 
States Supreme Court. They operate primarily to protect the individual against 
unreasonable taxation and to prevent the disruption of nc wba pe commerce by the 
unreasonable exercise of the state's taxing power. They mst be observed in the 
preparation of such features of the state income tax law as reciprocity or tax 
credits for income taxes paid to other states, allocation of income among states 
for tax purposes, the definition of taxable net income, and exemptions, 

erac spe hae have been so laid out 4y the Court as to afford wide 
latitude to the states in this and other tax fields. While the Court has been 
. Cine the powers cf tie federal governinent through the use of judicial review 


and the doct--ines of broad construction and the "Rule of Reason", it has done the 


183) 


same for tie several phabs a 
Chere Louudary markets 06: 
ti) Tae vemnerce Clais?, in Article I, s. 8 of the Federal Constitu- 
Siow wich provides that the Congress shall have power "to regulate commerce 
ith foreign rations and among “he several states and with the Indian tribes..."; 
\2) The Due Provess Clauses, in the Fifth Amendment and in Section 1 


ee eee 


of the Fourteenth Amendment, which provide that no person shall be deprived of 


a 


po 
life, liberty or property without due process of law" (the former amendment is 
& general limitation, and the latter is 4 specific limitation on the states); 

(3) The Equal Protection of the Laws Clause, also in Section 1 of the 
Fourteenth Amendment, which forbids any state to "deny any person within its 
turisdiction the equal protection of the laws"; 

(4) The Privileges and Lnmnities Clauses, in Article IV, s. 2 and in 
Section 1 of the Fourteenth Amendment, which in effect, prohibit a state ef one 
union to discriminate against citizens of the other states or of the United 
States; and 

(5) The explicit and implicit limitations imposed by the United States 
Supreme Court in McCulloch v. Maryland! ana Graves v. New York? With regard to 
the taxation of corporate instrumentalities of the Federal goverrment, their 
employees and employees of federal agencies, to the effect that the state may 
tax the income of such employees provided (a) that the tax is not discriminatory 
and (b) that it does not operate directly, or is not intended, to impede the 
national government in the performance of its functions. 

With respect to the Commerce Clause, the United States Sumneme: Court 
has ruled that no state may impese a tax which burdens or imedes interstate 
commerce 3 ‘The Court reserves to itself the ultimate determination as to whether 
or not a tax is such a "burden'. Thus it has ruled that a state may not impose 
a tax veon all gross receipts, ixcome or earnings derived from interstate com- 
merce, but that it may t ax so mch thereof as is clearly derived from commerce 
within the taxing state,4 A state may impose a non-discriminatory tax on net 


income derived from interstate commerce, because a net income tax, as 

1), Wheaton 316 (1819) 

2 306 U.S. 466 (1939) 

3 Gwin, White &-Prince Inc., v. Hayneford, 59 5. Gt 325 (1939) 
Dept. of the Treasury v. Ingram-Richardson Mfg. Co. 313 U.S. 252 
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distinguished from a gross receipts Rabitades not, in the eyes of the Court, 
impose a direct and immediate bidet on interstate commercet; and a net income 
tax, imposed upon the income derived by nonresidents from sources within the 
taxing state, does not contravene the commerce clause*, Thus the court has 
favored state net income taxes, but frowned on gross receipts taxes, so far as 
non-resident income is concerned. 

In applying the Due Process Clause to state incometaxation, the ederal 
Supreme Court has held ‘that a state can tax a person domiciled therein on his 
income earned outside of the state, provided that the tax imposed does not violate 


due process;3 and in this connection has stated that the state of domicile of the 


texpayer may impose a tax on his entire net income, regardless of its sources, 
without violating due process.4 Double taxation of such net income does not 
violate due process, but does impose a burden on interstate commerce 4 These 
are important considerations in providing for reciprocity, or the denial of it 
in state income tax legislation. 

If a provision of the state personal income tax law, as applied to 
nonresidents and residents without domicile, is discriminatory in the sense of 
imposing burdens on such taxpayers not imposed on domiciled taxpayers, it is 
likely to run afoul of the Equal Protection of the Laws Clause and of its "twin" 
the Privileges and Immmnities Clause. In Travis v. Yale and Towne Manufacturing 
Co.? the Court invalidated a part of the New York income tax law because it 
violated the Constitution by not granting to residents of other states exemptions 
equivalent to those granted residents of New York state. Apparently this does 
not work in reverse so far as the Federal Constitution is pacnentes ang nonresidents 


may be taxed at a lighter rate than residents, if the state constitution allows ite 


ly.s, Glue Co. v. Oak Creek 27 U.S. 321 
eshaffer ve Carter 252 U.S. 37 (1920) 


3Lawrence v. State Tax Commission 285 U.S. 276 (1932) People ex rel Cohn v. 
Graves 300 U.S. 308 (1937) 


Lgueranty Trust Co. of N.Y. v. Virginia 59 S. Crt. 1 (1938) 
5252 U.S. 60 (1920) 
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The income of Federal civil and military personnel from their federal 


employment may be taxed by the state if there is no congressional prohibition 


by way of the specific exemption of such income from taxation by the states. 


Gongress has provided by law that - 


"No person shall be relieved from liability for any in- 
come tax levied by any State, or by amy duly constituted taxing 
authority therein, having jurisdiction to levy such a tax, by 
reason of his residing within a Federal area or receiving income 
from transactions occurring or services performed in such area; 
and such State or taxing authority shall have full jurisdiction 
and power to levy and collect such tax in any Federal area within 
such state to the same extent and with the same effect as though 
such area was not a Federal area," 


Thus Congress has permitted state taxation of the personal income of 
resident and nonresident civil employees of the federal government; but in the 
following statutory provision it has imposed restrictions with respect to the 
military by stipulating that a serviceman may not be t axed on his service pay 
by a state other than his home state: 


'For the purposes of taxation in respect of any person, 
or of his property, income, or gross income, by any State, Territory, 
possession, or political subdivision of any of the foregoing, or by 
the District of Columbia, such person shall not be deemed to have 
lost a residence or domicile in any State, Territory, possession, 
or political subdivision of the foregoing, or in the District of 
Columbia, solely by reason of being absent therefrom in compliance 
with military or naval orders, or to have acquired a residence or 
domicile in, or to have become resident in or a resident of, any 
other State, Territory, possession, or political subdivision of 
any of the foregoing, or by the District of Columbia, while, nd 
solely by reason of being, so absent. For the purposes of texa= 
tion in respect of the income or gross income of any such person 
by any State, Territory, possession, or political subdivision of 
any of the foregoing, of which such person is not a resident or 
in which he is not daniciled, compensation for military or naval 
service will not be deemed income for services performed within, 
or from sources within, such State, Territory, possession, political 
subdivision or District." 


It appears, therefore, that Massachusetts may treat federal civil 


servants as other citizens, resident and nonresident, provided that it does not 





leraves v. New York, Suprae 
25), State 1060, S 2 (a). (Oct. 9, 1940) 
355 Stat. 774, ge 51h (Oct. 16, 192)e. 
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discriminate against them. It may: tax military personnel’ domiciled in this 
state in the same manner as other citizens of the Commonwealth; but it may not 
tax military personnel serving in the state, domiciled elsewhere, on their ser- 
vice pay. Any state personal income levy on the military, domiciled or not 
domiciled, which directly interferes with the recruitment of such personnel, 
would in all likelihood be striken by the United States Supreme Court. 

Finally, it should be noted that the Court has taken the position 
that it is not within its "disposition or power" to revise the necessarily 
complicated tax systems of the states to produce a more equitable distribution 
of the burdens of taxation than that arrived at by the state legislatures, 
State Constitutional Limitations. 

Article XLIV of the Amendments to the Constitution of the Commorwealth 
relative to the taxation of income, provides that the State Legislature ma 
impose a Classified income tax as follows: 

"Full power end authority are hereby given end granted to the 
general court to impose and levy a tax on income in the manner 
hereinafter provided. Such tax may be at different rates upon 
income derived from different classes of property, but shall be 
levied at a uniform rate throughout the commonwealth upon income 
derived from the same class of property, The general court may 
tax income not derived from property at a lower rate than income 
derived from property, and may grant reasonahle exemptions and 
abatements, Any class of property the income from which is 
taxed under the provisions of this article may be exempted from 
the imposition and levying of proportional and reasonable assess- 
ments, rates and taxes as at present mthorized by the constitu- 
tion. This article shall not be construed to limit the power of 
the general court to impose and levy reasonable duties and excises." 

Inasmuch as the General Court has not yet undertaken to apply the 
state personal income tax to the Massachusetts income of persons resident, but 
not domiciled, in the Commonwealth, or to the Massachusetts earned income of 


nonresidents, the Supreme Judicial Court of the Commonwealth has not been called 


upon to pass upon the power of the General Court to impose such a te 


Ipané v. Jackson, 1 S. Crt. 566 
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However, in advising the General Court that a proposed graduated 
personal income tax would be unconstitutional, the Supreme Judicial Court re- 
marked that the "absence of words (in Article XLIV) indicative of that design 
cennot be thought to have been inadvertent; it must have been deliberatet.+ 
Article XLIV contains explicit restrictions as to the type of income tax to be 
imposed, but includes no limitation as to the domicile of the taxpayer, There- 
fore, it would appear that the absence of a domiciliary restriction was not 


inadvertent, but deliberate, 


In a case involving an attempt of the Commissioner of Corporations and 


Taxation to collect a tax on the income of a foreign trust whose trustees were 
resident in Massachusetts, 2 the Supreme Judicial Court ruled that Massachusetts 
was without jurisdiction to tax the income of such a trust from intangibles and 
sources outside of Massachusetts, notwithstanding the residence of the trustees 
in this state. In another case, the court held that the income of a foreign 


trust, whose executors were residents of Massachusetts, could not be taxed, 


However, an "inhabitant" of Massachusetts may be taxed on his income from out-of~ | 


state sources,4 But it is not known whether the state could, in the light of 
these rulings, tax residents not domiciled here on their income from activities 


and resources beyond the boundaries of the Commonwealth, 





lopinion of the Justices, 266 Mass. 583 (May 27, 1929) 


@Hutchins v. Long, 272 Mass. 422 
3Brewster v. Commissioner of Corporations and Taxation, 251 Mass. 219 


Boston Safe Deposit Co. v. Commissioner of Corporations and Taxation, 262 Mass. 
Maguire v. Tax Commissioner, 230 Mass. 503; Maguire v. Trefry, 253 U.S. 12 
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Iti. DOMICILE AND RESIDENCE REQUIREMENTS 

Domicile and residence are key factors in determining the status of 
individuals for income tax purposes. Domicile is generally a narrower measure 
than residence, and its definition is fairly uniform throughout the nation. 
Residence is a measure of degree, and its definition varies from state to state. 
In this chapter we shall discuss the role of these two words in state income tax- 
ation, with special emphasis as to the manner in which they bear on the taxation 
of "nonresident" income having its source in the state. | 
Massachusetts Req irements 

As we have noted previously, the Massachusetts statutes apply the in- 
come tax to the income of "inhabitants" of the state only.t The Massachusetts 
Supreme Judicial Court, acting upon the doctrine that the tax statutes are to be 
strictly construed, has equated inhahbitancy to domicile and has ruled that the 
personal income subject to tax is that received hy persons who at the time of its 
receipt were inhabitants pieiie Commonwealth .@ 

In Texas v. Florida? the United States Supreme Court declared that 
domicile always includes the element of intention to make a place one's home, 
while residence is frequently used to refer only to the physical fact of living 
in a place. The Court observed that the common law rule is that "where one has 
acquired a domicile in one place he does not lose it by mere residence elsewhere 
without the intention to make the new plece of residence a domicile in the sense 


of a permanent home", An individual can have only one domicile. However, courts 


in different states may each"properly'find an individual's domicile there without 
judicial error, thereby making him taxarle in more than one state on a domiciliary 


basis.” 


Igeneral Laws, c. 62 se, 1, hh, 5, et al. 


*s3ayles v. Commissioner of Corporations and Taxation, 286 Mass. 102; Commissioner 
of Corporations and Taxation v. Williston, 315 Mass. 68; Feehan v. Tax Com 
missioner, 237 Mass. 169; Renvean v. Commissioner of Corporations and Taxa- 
tion, 256 Mass. 26, 

359 S. Ct. 563 
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“tor Commty Trust Co. ve Riley, 58 S. Crt. 185 (1937) 
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The Massachusetts Constitution provides that every "citizen of t wenty- 
one years of age and upwards -- who shall have resided within the openioameassh 
one year, and within the town or district in which he may claim a right to vote, 
six calendar months next preceding any election -- shall have the right to vote 
-in such election...!"1 The Constitution further provides that for voting purposes, 
"every person will be considered as an inhabitant -- in that town, district or 


plantation where he dwelleth, or hath his home, 2 

While the Constitution and voting laws speak of residence as a qualifica- 
tion for voting, and do not specifically require inhabitancy, domicile here may be 
acquired by a voting registration. In Tudor Vv. Leslie? the Federal District Court 
in Boston stated, in the course of its opinion, that -- 

"Citizenship for jurisdictional purposes depends on domicile... 
The act of registering as a voter in Boston included a declaration of 
residence in Massachusetts for one year and in the city for six months... 
Place of residence is prima facie the domicile unless there be some 
motive for that residence not inconsistent with a clearly established 
sntention to retain a permanent residence elsewhere e.e" 

The phrase "inhabitant", as appearing in the Constitution of the 
Commonwealth, has also been equated to "citizen of the Commonwealth" by the 
Supreme Judicial Court, 4 for voting purposes, and to domicile for other purposes, 
including taxation. A registered voter in this state cannot, therefore, hae a 
voting right here and at the same time be exempt from the application of the state 
personal income tax law on the grounds that he has a domicile in another state. 
Residence for voting purposes? equals domicile, amd domicile equals inhabitancy 
which carries with it liability to the state personal income tax. 

Another measure of domicile and residence under Massachusetts law 


occurs in connection with settlement provisions applicable to persons receiving — 
| 


welfare assistance, " il 





dIufass. Constit., Amend,, Art. III. See also General Laws, C..51l, Sean ; 
@uass, Constit., Part II, c. I, s. II, Art. II i 
335 Federal Supplement 969 (190) 

Kepinion of the Justices 20 Mass. 601, 122 Mass. 59) 

SGenera Laws C. 51, s. 1 
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The general Laws provide that a "person" may acquire a "legal settle- 
ment" in a city or-~town of the commonwealth in one of the following way st (1) 

_ by residing in such city or town for five consecutive years; (2) by birth to 
parexts one of whom has settlement; (3) in the case of a woman, by marriage to a 
man having settlement; or (4) by enlisting, or by being inducted or mustered, 
into the armed forces as part of the Massachusetts quota.t Settlement jis used 
to determine which community is responsible for providing the individual with 
assistance and benefits under the laws relating to veterans, public welfare and 
public health, and the degree of state aid payable in various veterans! and 
public assistance cases. 

The State Department of Public Welfare has equated settlement to 
domicile; but an individual may retain settlement in a city or town for five years 
following his removal or change of domicile to another city or town or to another 
state. Thus the individual must hare, or must have had, domicile to have a 
settlement for welfare purposes.¢ | 

Domicile, however, is not necessary to a "military settlement" under 
the Veterans’ Benefits Laws: therefore, a military settlement may not be conclusive 
evidence of inhabitancy for tax purposes at a later date,.3 

Both the welfare laws and the Veterans! Benefits Laws provide for the 
payment of assistance or benefits to the needy regardless of domicile, but with 
this difference: that a needy resident, or needy nonresident transient, may 
receive assistance under the public welfare laws immediately, whereas veterans! 
benefits are not payable except to worthy veterans (or their dependsnts) who have 
settlement or "actually resided within the commonwealth continuously for three 


ny 


years next preceding the date of -- application. 


Igeneral Laws, ¢c.116,.8. 1 


Telephone discussion with Mr. Savage, Settlement Office, State Dept. of Public 
Welfare on April 14, 1955 


3General Laws, ce 115, s. 5. Telephone discussion with Asst, Attorney General 
‘oeneral Laws, ce 115, s. 5 . 
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It would work an injustice to the taxable "inhabitants" to exclude 
residents without domicile and nonresidents from the scope of the personal 
income tax law, by making domicile (inhabitancy) the sole measure of ta juris- 
diction, while extending to them the benefits of the welfare and veterans! laws 
and other state programs. 
Requirements in Other Statest 

In the District of Columbia and in the other twenty-eight personal 
income tax states taxing personal service income, the personal income tax is 
assessed on the basis of residence md nonresidence, rather than on domicile ex~ 
clusively, as in Massachusetts, 

In six states - Alabama, Iowa, Louisiana, Mississippi, Montana and 


Wisconsin - a "resident" is defined as a person who either (1) is domiciled in 


the state, or (2) maintains a permanent place of abode in the state for my 





length of time during the taxable year, or (3) spends in the aggregate more than 


a specified number of months in the state. Thus the Wisconsin law@ provides that- 


"Every natural person domiciled in the state of Wisconsin, 
and every other natural person who maintains a permanent place of 
abode within the state or spends in the aggregate more than 7 months 
of the income year within the state, shall be deemed to be residing 
within the state for the purposes of determining liability for in- 
come taxes and surtaxes," 


Kentucky, Maryland, Virginia and the District of Columbia define a 
"resident" as a person who (1) is domiciled within the state or district on the 
last day of the taxable year, or (2) maintains a place of abode within the state 
or district for a specified portion of the taxable year. Thus, a natural person 
who maintains a place of abode in Virginia for six months of the taxable year 


becomes a "resident" within the meaning of that state's income tax law, 


Isource: Committee on Multiple Personal Income Taxes, Report, in Proceedings of 
the Fortieth National Conference of the National Tax Association, Toh? PP. 
308-313. Considerable detailed information on this subject may also be 
found in the files of the Domicile Unit of the Massachusetts Department of 
Cornorations and Taxation. These files are in the custody of Mr. J. A. 
McHugh, Assistant Income Tax Director, 


Wisconsin Statutes, 1953, 71.01 (1) 
3Virginia Code, c. 4, 58 - 77 (8) 
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In nine states - Arkansas, Colorado, Delaware, Kansas, New York, North 
Dakota, Oklahoma, Oregon and Utah ~ a "resident" is an individual who (1) is 
domiciled in the state, or (2) maintains a place of abode within the state and 
spends in the aggregate a specified portion of the taxable year within the 
state. Of these laws, that in New York states that — 


"The word ‘resident! applies only to natural persons and 
includes any person domiciled in the state, except a person who, 
though domiciled in the state, maintains no permanent place of 
abode within the state, but does maintain a permanent place of 
abode without the state, and who spends in the aggregate not to 
exceed thirty-days of the taxable year within the state. In 
addition, it includes any person who maintains a permanent place 
of abode within the state and spends in the aggregate more than 
one hundred eighty-three days of the taxable year within the 
state, whether or not domiciled in the state during any portion 
of such period, and such a person shall be taxed the same as 
though he had been domiciled in the state during the entire 
taxable year..." 


California, Georgia and North Carolina consider a "resident!" to be any 
natural person who is in the state for other than temporary purposes, and 
every paren domiciled within the state, with a presumption that a person 
who spends in the aggregate a specified portion of the t axable year within the 
state is aresident. The California formula, considered by many as the most 
satisfactory of the various state definitions of residence,? reads ~~ 


"tResident! includes: 
"(a) Every individual who is in this State for other than a 
temporary or transitory purpose, 
"(b) Every individual domiciled in this State who is outside 
the State for a temporary or transitory purpose. 
"Any individual who is a resident of this State continues to 
be a resident even though temporarily absent from the State, 
"Every individual who spends in the aggregate more than nine 
months of the taxable year within this State shall be presumed 
to be aresident. The presumption may be overcome by satis- 
factory evidence that the individual is in the State for a 
temporary or transitory purpose," 


N.Y. Tax Law, Art. 16, 8. 350, para. 7 

2See Groves, HeM. and Fisher, G., "State Multiple Taxation of Personal Income 
Re-examined", taxes - The Tax Magazine, vol. 33, Noe 1, Jan. 1955, pp. 36- 
0. : 

3calif. Revenue & Taxation Code, vol. II, se 17013 

Utpbide, se 17015 
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Arizona considers an individual a "resident" for incaneltEe purposes 
if he is domiciled in the state or if he spends njne months of the taxable 
year in the state. Minnesota and New Mexico equate residence to domicile, 
and tax residents not domiciled as "nonresidents." 

In four states the definition of "tregidents!"',~ and in three the definitio 
of "nonresident",3 is left to the agency administering the income tax law, 
The law itself is silent. The agency is empowered to make reasonable rules 
and regtlations for the administration of the law; and in such cases, the 
words "resident" and "nonresident" are defined in these regulations. 

Idaho taxes, as residents, persons who are domiciled in the state, 
or who have spent in the aggregate seven months of the income year within the 
state. 

Generally, a "nonresident" is Py: in the income tax Laws and 
regulations as a person not a "resident" within the definition thereofe? 


California, for instance, defines as a nqnresident "every individual other 


than a resident" ,© Equally simple definitions are effective in Idaho, Iowa, 
Kansas, Maryland, Mississippi and Oregon. 

Some states are somewhat more elaborate. Arkansas defines "non- 
resident" as any natural person whose domicile is without the state, or who 
maintains a place of abode without the state, and spends in the aggregate more 
than six months of the taxable year outside of the state. A similar formula 


is used in Georgia. / 


layigona Code, 73 - 150) 

2Idaho, Missouri, South Carolina, Vermont . 

3Idaho, South Carolina, Vermont, Missouri defines "non-resident" in its Rev. 
Stat. (1949), 143, 020, but not "resident" 

4tdaho Income Tax Reg., Art. 1561 

5tdeho, Income Tax Reg., Art. 15.1; Iowa, Income Tax Law, se 422, h.13; Kans 

Income Tax Reg. 9-l)—bely 3 Maryland, Income Tax Law, s. 222 (i); Mississ 
Income Tax Reg., 9, Art. Seer Income Tax Reg., 602-7. 

Scalif., Revenue & Taxation Code, s. 1701) 

Tarkansas henge teraee 10, Art. 1, section 2 (10); Georgia, Income Tax Act, 
92-3002 (3 
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North Dakota taxes, as "residents", those who are domiciled in that 
state, or who maintain a permanent place of abode within the state, or who 
spend in the aggregate more than seven months of the income year there; and all 
others are nonresidents. Nonresidents are divided into those who have resided 
for less than three months, and are exempted from the income tax, and those 
who have resided in the state for more than three months and are therefore 
subject to the state's income tax 

The City of Philadelphia, which has a municipal personal income tax 
applicable to the entire net income of residents and to the Philadelphia net 
income of nonresidents, defines as "nonresidents" individuals domiciled else- 
where than in Philadelphia, 

An examination of the statutes of 27 personal income tax states 
reveals no effort on the part of the legislatures of these states to indulge 
in the statutory definition of "domicile", although the word appears freqently 
in their laws. The practice is to leave this task to the state tax department, 
for administrative definition in the personal income tax regulations, and to 
the courts for judicial interpretation, 

A good representative sample of an administrative definition of 
"domicile" is to be found in Regulation 502 of the New York State Tax Commis- 
sion describing domicile as the place where one has his permanent, declared 
home, This regulation reads as follows: 

"Domicile is the place where one lives and has his principal 

establishment, every person having one and only one. Actual 
residence is not necessarily domicile, for domicile is the fixed 
place of habitation, including a residence which in the intention 
of the taxpayer is permanent rather tha transitory, A domicile 
once obtained continues until anew one is acquired. The avowed 
intention controls, and there must be both intent to change and 
actual change; the mere belief that one has performed some act 
which is the equivalent of a change is not sufficient. The 
domicile is not changed by removal for a definite period or for 


particular purposes nor by abandonment of the old domicile until 
the acquisition of a new one is effected. To constitute a chmge, 


INorth Dakota Tax Law, section 57-3801 and 57-3806 
¢Philadelphia, Income Tax Regulations, section 101 (g) 
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there must be intent to change, actual remova, and anew abode, 
A voting residence usually evidences domicile. A person may 
acquire a legal domicile in New York without surrendering his 
rights as a citizen of a foreign country. Prima facie the wife's 
domicile follows that of her husband, but she may acquire a 
separate domicile. Ordinarily, an infant's domicile follows 
that of its father, and after his death, that of its mother 
until remarriage. The domicile of a ward is not necessarily 
determined by that of the guardian, 


"What constitutes domicile is a question of fact rather 
than law, frequently depending upon a variety of circumstances, 
and the commission may require a statement of the circumstances 
to aid in determining the question,!! 
This definition is substatiyely the same as that appearing in the 
tax regulations of other states applying their personal income tax to income 


derived from businesses and enployments within their borders by residents 


without domicile and by nonresidents, 
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IV. ALLOCATION OF INCoME+ 
General Questions 

In applying the state's persmal income tax to the income of non- 

residents, it is necessary to consider the following questions among other: 
(1) When the nonresident's income is derived from business or 
activities and sources which are interstate in character, what 
part of his income shall Massachusetts tax? 
(2) What allowances, credits or other adjustments, reciprocal 
or otherwise, should we allow to a nonresident on account of 
personal income taxes paid by him to his state of domicile, 
residence, or other states? 
(3) What retaliation or other undesirable consequences to 
Massachusetts citizens would the imposition of this tax bring? 

These questions are discussed in this and the following 
chapter, 

Allocation of income for purposes of personal income taxation 
is a general problem embracing both residents and nonresident alike. 
Basically, it involves the determination as to what portion of the ta~ 
payer's income shall be taxed by the state, especially when it is derived 
in whole or in part from activities and properties lying outside the tax- 
ing state. 

At present, njne of the personal income tax states - Arigona, 
Idaho, Iowa, Minnesota, North Carolina, Oklahoma, Oregon, South Carolina 
and Wisconsin - assess residents and nonresidents alike only upon income 
derived from sources within the taxing state. Massachusetts taxes 
"inhabitants" only, mdtaxes their net personal income regardless of Ns 


location of the source. And twenty of the states tax residents on their 


lprimary source of information: Altman, G.T., and Keesling, F.M. Alloca- 
tion of Income in State Taxation, Chicago, I1ll., Commerce Clearing 
House, Inc. 190 
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income from whatever source derived, foreign or domestic; and tax non- 
residents only upon income derived from within the state. 
Income from Personal Services 
Income in the form of salaries, wages and fees is generally 
considered to have its source in the place where the personal services 
were rendered; and nonresidents are normally taxed on that portion of 
their earnings, determined by statutory or administrative formula, which 
is deemed to represent the personal services rendered in the taxing state. 
Thus, the State of New York -- 
(1) Taxes the entire net income of nonresidents, when the 
personal services were rendered entirely in that state; 
(2) When the services are performed within md without 
the state it taxes nonresident traveling salesmen on their 
commissions according to the proportion that the volume of 
business transacted by them within New York state bears to 


the total volume of business transacted by them within and 


without the state, It taxes all other nonresidents on that 


portion of their total compensation for services which the 

total number of working days employed within the state bears 

to the total number of working days employed both within and 

without the state,3 | 
Business Income 

The dllocation of business income is more elaborate, md involves 

not only the factor of the relative volume of business done in each state, 
but other factors such as property, payrolls, manufacturing or business 


costs and sales. 


1N.Y. Personal Income Tax Regulations 51, Regulation 52 
2Ibid., Regulation 5 
3Ibid., Regulation 52 
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Generally, one or more of the following five formulae are used 
in determining the allocation of piatndee income: 

(1) Property, payrolls, sales; 

(2) Property, manufacturing costs, sales; 

(3) Property, manufacturing costs; 

(4) Property, sales; 

(5) Sales alone, 

The application of these alternative formulae is indicated by 
Regulation 457 of the New York State Income Tax Regulations, which provides 
that -- 


"a, If a nonresident, or a partnership with a nonresident 
member, carries on business -- both within and without the state, 
the net business income therefrom must be apportioned so as to 
allocate to the state of New York a propprtion of such income © 
on a fair and equitable basis, in accordance with approved 
methods of accounting. 


"bh, If the books of the taxpayer are so kept as regularly 
to disclose the proportion of his business income, which is 
earned from sources within the state, the return of the t ax- 
payer shall. disclose both the total income, and the part appor- 
tioned to the state of New York, and the basis upon which such 
apportionment is made. If such basis is approved by the Tax 
Commission, the return will be accepted, 


"c, If the books of the t axpayer do not disclose the pro- 
portion of his net income from sources within the state of New 
York, his return, or if the basis of apportionment used by him 
shall not be approved by the tax commission, his amended return, 
shall disclose his net income from business both within and 
without the state, and the tax will be calculated and collected 
upon the portion of his total net income from business by the 
use of the factor method as follows: The percentage which each 
of the factors hereinafter designated as 'New York State factors! 
bears to the corresponding factor of those hereinafter designated 
as 'Total factors!’ shall be computed and the three percentages 
shall be averaged to arrive at the final percentage which must 

be applied to the net income from business both within and 
without the state in order to arrive at the proportion of such 
net income which is earned within the state, 


"(1) The!New York State factors! include the following: 


"(a) The average of the value of his real property and 
tangible personal property within the state, (1) at the 
beginning of the taxable year and (2) at the end of the 
taxable year, but only of property connected with the business, 
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"(b) The total wages, salaries, and other personal ser- 
vice compensation paid during the taxable year to employees in 
connection with the business carried on -- within the state, 


"(c) The gross sales or charges for services performed by 
or through an agency located within the state. The sales or 
charges to be allocated to New York shall include all sales 
negotiated or consummated and charges for services, performed 
by an employee, agent, agency or independent contractor chiefly 
situated at, connected with, by contract or otherwise, or sent 
out from offices of the unincorporated business, or other 
agencies, situated within the state of New York. 


"(p) The 'Total factors! include the following: 


"'(a) The average of the value of all his real property and 
tangible personal property (1) at the beginning of the taxable 
year, and (2) at the end of the taxable year, both within and 
without the state, but only if property connected with the 
business, 


"(b) The total wages, salaries and other personal service 
compensation paid by him during the taxable year, to employees 
connected with the business, whether within or without the state. 


"(c) The gross sales, or charges for services performed, 
whether within or without the state..." : 


Wisconsin's method of allocating business ind aa for purposes of 
personal income taxation uses a less involved formula. In that state alloc~ 
ation is on the basis of the average of the following three ratios: 

(1) The ratio of the tangible property used by the tax- 

payer in Wisconsin in connection with his business, to the 


total of such property, within and without the state, so used; 


(2) The ratio of the total cost+ of mamfacturing, collect- 
ing, assembling or processing goods and materials within the 


state to the total such cost both within amd without the state; 


(3) The ratio of total net sales in Wisconsin to tota net 
sales elsewhere. ' 


When in its judgment the statutory formula for allocating bus- 


iness income does not fit well in any case, the Wisconsin Tax Department 


lincludes: cost of goods, materials, supplies used in process; salaries 
and wages paid or incurred; overhead; other factors allowed by the 
Department of Taxation, 


Wise, State, 71) 07 
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is authorized toomit any ratio in determining the average ratio, or to 
devise and institute, by administrative regulation, suitable rules of 
apportionment and allocation.+ 
Rentals 

So far as allocation is concerned, rentals present no problem, 
They are taxable where property is located; and in the case of residents, 
they may be t axed on the hasis of the residence, in the state, of the 
owner of the rented property, regardless of its location within or without 
the state, 

An examination of the personal income tax statutes and regulations 
of the City of Philadelphia and the eight states of California, Delaware, 
Idaho, Missouri, New York, Vermont, Virginia and Wisconsin reveals that 
personal income from rentals of realty and other property located in that 
city or those states is taxed whether received by residents or nonresidents. 
At present, Massachusetts exempts real estate rentals from the coverage of 
its personal income tax,* and also allows a deduction for realty taxes paid 
(other than for betterments)3; but personal income from the rentals of 
tangible property other than realty are taxable as "business income," 
Capital Gains and Losses 

Most states consider that capital gains and losses are derived 
or sustained in the state wherein the property involved is located, In 
states taxing residents and their income regardless of source, capital 
gains sare normally treated as 1 element of gross income, with allowances 
of some kind for capital losses, In states taxing residents on their 
income from sources within the state only, the practice varies. Nonresidents 


are generally taxed only on capital gains arising from sources within the 


1tbid 
2General Laws, c. 62, 8. 22 
3General Laws, c. 62, s. 6, para. (c) 
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taxing state, and are allowed deductions for capital losses in connection 
with these sources, 

Wisconsin does not tax capital gains from out-of-state sources, 
but does tax internal capital gains. It does not allow credits for ex- 
ternal capital losses other than net capital loss from theft, fire, flood 
or "other casualty! 

New York taxes capital gains received by non-residents from New 
York sources to the extent that they arise from transactions in tangibles 
and realty located in that state; and in the case of such nonresidents, 
capital gains from transactions in intangibles may be apportioned or 
allocated, for personal income tax purpose, in the same manner as business 
income. Losses are treated in a like fashion. New York taxes capital 
gains, on a graduated basis, at a different rate than for other personal 


income ,2 


California taxes nonresidents on capital gains derived from 
realty transactions involving California property. However, with respect 
to capital gains from intangibles, the California statute stipulates that - 


"Income of nonresidents from stocks, bonds, notes, or 
other intangible personal property is not income from sources 
within this State unless the property has acquired a business 
situs in this State, except that if a nonresident buys or 
sells such property in this State or places orders with 
brokers in this State to buy or sell such property so 
regularly, systematically, md continuously as to constitute 
doing business in this State, the profit or gain derived 
from such activity is income from sources within_this 
State irrespective of the situs of the property. 


Allowances are also provided for capital losses. Nonresidents! 
capital gains and losses may be allocated under the rules and regulations 
of the California Franchise Tax Board.? 


Wise. Statutes, (1953), 71.05 (8) 


en.Y. Pe Income Tax Regulations 51, Regulations: 457 (d), 70, 495 
and 95a, 


Poalif. Revenue & Taxation Code, 17212 
4Tbid., 17306, 17307, 17309, 17330 - 17350. 
SIbid., 17214, 17381 
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Dividends, Interest and Royalties 

Dividends and interest may be taxed by the recipient's state 
of domicile or residence without regard to source. They may be taxed by 
the state wherein the corporation paying interest or dividends has a 
"corporate domicile", that is, is incorporated. And they may be taxed by 
the state or states in which the particular corporation has acquired a 
"commercial" or "business" situs. state practice varies, however, with 
respect to the taxation of the dividends and interest received by non- 
residents as indicated by the following illustrations. 

New York does not tax annuities, interest on bank deposits, 
interest on bonds, notes or other interest-bearing ohligations or dividends 
from corporations, which are paid to nonresidents from sources in New York, 
except to the extent "to which the same shall be a part of income from 
any business, trade, profession or occupation carried on! in New York.“ 
When taxable as personal business income, it may be allocated in the same 
manner as is provided therefor in the regulations of the State Tax Commis- 
sione? 

It is reported that California and Mississippi deem intangible 
property to have a business situs in these states if "it is employed aseipital 
therein or if the possession and control of the property has been localized 
in connection with a business, trade or profession in the state so that 
its substantial use and vale attach to and become an asset of the business, 
trade or profession in the state, "4 From a cursory examination of the 


California statutes,” it appears that nonresidents must pay personal income 


Taltman, G.T. and Keesling, F.M., Allocationof Income in State Taxation, . 
Chicago, Illinois, Commerce Clearing House Inc. L9]6. 

en. Y. Tax law, Art. 16, s. 359 (3) 

3N. Y. Personal Income Tax Regulations 51, Regulations 57 and 70 

Uaitman, GT. and Keesling, F.M.e, Allocation of Income in State Taxation,Supra. 

5california Revenue & Taxation Code, 17212, 1721 
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taxes to that state on dividends and interest paid to them by firms having 
a business situs inthe state. If the firm is interstate in character, 
California will allow an allocation formula, developed by the Franchise Tax 
Board in its regulations, to be applied. 

Virginia taxes nonresidents on dividends and interest attribut-— 
able to business carried on in that state. However, various exemptions 
are allowed, including an exemption of the dividends received during the 
taxable year from any corporation which paid an income tax to Virginia; 
provided, that when only a part of that corporation's income is taxed by 
Virginia, then an exemption is allowed proportional to the portionof the 
corporation's income so taxed, When the dividends and interest have a 
multistate source, they may be allocated by the taxpayer on a basis approved 
by the Virginia Department of Taxation. 

Vermont axempts dividends and interest paid to nonresidents, except 
dividends and interest received by such nonresidents from businesses, trades 
or professions carried on by them in Vermont, By implication, where 
income of the latter category is derived from mltistate sources, only the 
Vermont portion of it is taxed by that state, 

Wisconsin does not apply its regular income tax to the income 
of nonresidents from bonds, stocks and securities; but it does impose a 
special "privilege dividend tax! upon the privilege of declaring and 
receiving dividends payable out of income derived from property located 
and business transacted in Wisconsin.2 This privilege tax is collected, 
via the withholding &vice, at the corporate source. In the case of a 
corporation doing business within and without Wisconsin, the dividend is 
taxed in proportion to the amount of the corporation's Wisconsin income 


as compared with its tota income J 


Iya. Code, Title 58, c. 4, ss. 58-81 (k) and (1), 58-82, 58-98 (d), 58-101. 
evt. Stat. (1947) c. 3, s. 935 

3Wisc. Stat. (1953), 71.16 
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With respect to the taxation of interest received from Federal 
and from state and local government bonds, practices differ from state to 


state, so far as residents are concerned. Some states, such as New York 


and Virginia, exempt this class of income, while Idaho, California, Wis- 


‘consin and others tax it to the extent permitted by Congress. Nonresidents 


are not taxed on this income by states other than those in which they are 
residents; and there is, therefore, no allocation neat ete 
Massachusetts currently taxes residents with Massachusetts dom 
icile on their income from all interest and dividends except the followtng: 
{1) Interest from deposits in certain banks and insurance 
companies, from United States notes and honds, from certain notes 
and bonds of the Commonwealth and its political subdivisions, 
from bonds and notes of certain public corporations and annuities 
established by special law, and from certain realty and other 
loans;1 
(2) Dividends on shares in partnerships, associations, busi- 
ness trusts or other trusts which file an agreement to pay taxes 
under General Laws, c. 62, s. 1, paragraph (c) and (e); and 
(3) Dividends consisting of realty outside of Massachusetts .¢ 
Other persons, including nonresidents, are not so taxed by this 
state, 


The taxation of personal income from royalties from patents and 


copyrights are treated in much the same way as interest and dividends.3 


Estates and Trusts 


Generally, the states follow the Federal Revenue Act formula in 


taxing personal income from estates and trusts. A resident beneficiary is 


lgeneral LOWS i GscOe5 Bs) 2 


“Tax Commissioner v. Putnam, 227 Masse 522 


3Altman, G.T., and Keesling, F.M., Allocation of Income in State Taxation,supra. 
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liable to tax on his entire net income from an oo ae or trust regardless 
of its source, so far as his own state is concerned; and he may also be 
liable to tax, by other states, on income from Pekin ee having business 
situs in such states, and on part or all of his income from the trust when 
the trustees, executors, other fiduciaries or any of them are residents 
of such states.+ ; 

A Massachusetts "inhabitant" is liable to tax, by this state, 
. on income received from a non-resident trustee, * but is not taxable on 
income accumulated and held for his benefit by a nonresident trustee a 
pointed by a foreign court under the will of a nonresident.3 The Massa- 
chusetts courte have ruled that Massachusetts has no jurisdiction to t ax 
the: income of a New York trust from intangibles and from nenes sources out~ 
side Massachusetts, notwithstanding the fact that the truntees were inhahb- 
itants of Massachusetts. se nocciiecehe does tax the income ee my estate 
or trust which: 

(1) Was established under the will of a Massachusetts inhab- 

itant, but only on so much of said income as is payable to in- 


habitants of Massachusetts;° or 


(2) Was established by a person who, at the time of such 
establishment, was a Massachusetts Snhabitant;® or 

(3) Is administered by trustees or fiduciaries, one of 
whom is a Massachusetts inhabitant, but not including foreign 


trusts; / or 


(4) Is administered by trustees any one of whom received 


1thid 

eGeneral Laws, ce 62, s. 11; Maguire v. Tax Cmr. 230 Mass. 503 
3Commissioner of Corp. v. Simmon 292 Mass. 507 

lutchins v. Long 272 Mass. 22 

DGeneral Laws, ¢. 62, se 9 

6Tbid., s. 10 

TIbid., s. 10; also Hutchins v. Long, supra. 
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his appointment from a Massachusetts court; to the extent that 
the income from such estate or trust is payable to Massachusetts 
inhabitants, 

California taxes the annual income of estates of decedents, who 
were residents at the time of their deaths, regardless of where the bene- 
ficiaries live. In the case of trusts, if there are two or more fiduciaries, 
some of whom are residents and some of whom are nonresidents, amd all other 
parties are nonresidents, California taxes that proportion of the estate 
or trust income which the number of fiduciaries resident bears to the 
number of fiduciaries nonresident. A similar formula is a@plied with 
respect to beneficiaries when the taxability of income depends on the 


residence of the several beneficiaries,< 
of 


Allocation by Massachusetts/Corporate Income for the Purposes of the 
orporate Income Tax 

Of note in connection with formulae for the allocation of per-~ 

sonal income is the series of formulae currently employed by the Common- 
wealth to allocate corporate income - including the income of Massachusetts 
firms from business in other states, and the Massachusetts income of firms 
incorporated inother states - for corporate income tax purposes. Alloca~ 
tion in the case of Massachusetts corporations is determined upon the basis 
of the following factors: 

(1) The ratio of the value of the Massachusetts tangible prop- 
erties of the firm to the value of dl of its tangible properties; 

(2) The ratio of the salaries, wages, commissions and other 
compensation paid to employees of the firm assignable to Massa- 
chusetts, to like payments to all of its employees everywhere; and 

(3) The ratio of the Massachusetts gross receipts of the 


firm to its entire gross receipts. 





lipid. 
2calif. Revenue & Taxation Code. 168102 - 18106 
3General Laws, c. 63 s. 36 
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In taxing foreign corporations on their income from business 
in Massachusetts, the Commonwealth allocates their income 4s follows: 
(1) Gains realized from the sale of realty and tangible 
property located in this state are taxable in toto by this state; 
(2) Interest received from any corporation organized under 
the lavs of Massachusetts, or from any association, partnership 
or trust having transferable shares and having its yrincipal 
place of tusiness here, or from inhabitants of Massachusetts, 
with certain exceptions, is allocated to this state in toto; amd 
(3) The balance of the Massachusetts net income of such 
corporation is to be allocated as in the case of Massachusetts 
corporations.+ 
These formulae are similar to those used in other states for the 
allocation of the personal income derived by nonresidents from business 
activities within several states, 
Exemptions and reductions 
Because of the requirement that each state mist extend the eaual 
protection of the laws to citizens and non-citizens alike within its 
borders, it is general practice to allow monresidents the same deductions 
and exemptions allowable to residents. More favorable deductions and 
exemptions may be granted to nonresidents than to residents,but the 
reverse may not be done. And where the income is allocatle, for personal 
income tax purposes, amoxg two or more states, it genera ly follows that 
the deeuctions and exemptions are alloczcble also. 
The New York statute says that -- 
"'In the case of a taxpayer other than a resident of the 
state, the deductions allowed in this section - - - shall be 


allowed only if, and to the extent that, they are connected 
with income arising from sources witkin the state andtaxable 


lgeneral Laws, C. 63 se 1 
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under this article to a non-resident taxpayer; and the proper 
apportionment and allocation of the deductions with respect 
to sources of income within and without the state shall be 


determined under the rules and regulations to be prescribed 
by the tax commission, "1 


An almost identical provision is found in the California Revenue 
and Taxation Code,* and in the Idaho Income Tax Law.3 The Missouri Income 
Tax Law provides that the deductions and exemptions allowabe to non- 
residents are to be prorated on the basis of the ratio of the nonresident's 


gross income from sources in Missouri to his gross income from all sources 


during the year 44 





In, Y. Tax Law, Art. 16, s. 360 (11). 
@calif. Rev. & Tax. Code, 17361 

3Tdaho Code, Title 63, c. 30, 5. 16 (b) 
luo. Rev. Stat. (1949), 143.020 (2) 
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V. INCOME TAX CREDITS AND RECIPROCITY 


The Problem of "Double Taxation" 

Elimination of the evils of "double taxation" of the same per- 
sonal income is of particular concern to economists, state tax administrat- 
ors, state legislatures, nd taxpayers generally, who are interested in 
equalizing the treatment of residents and nonresidents, under the state 
personal income tax laws. There is little question but that the imposi- 
tion of an unreasonable burden, by several states, on the income of a 
taxpayer with interstate interests would have undesirable economic effects 
on these states - particularly the one in which the taxpayer is attempting 
to carry on the major part of his business, 

Among the more undesirable by-products are such things as retal- 
latory "tax wars" between states, the discouragement of certain types of 
investment by out-of-state persons in business in the state, protracted 
court battles over the constitutionality of the income tax as applied to 
certain persons engaged in interstate commerce, loudly-advertised complaints 
that particular states are "unfair to business" tax-wise, and other actions 
which tend to hamper the over-all economic growth of the states involved, 

Various methods are used to avoid, or to minimize, double taxa- 
tion. One is the device of allocating or apportioning income, for personal 
income tax purposes, among the states in which it was earned, This procedure 
is described above. 

A second device is the tax credit, allowed by a state to its 
residents or to nonresidents, or both, on account of personal income taxes 
paid to other states. In the case of residents, the allowance may be based 
on the amount of income taxes paid on income earned by such residents in 
other states; and in the instance of nonresidents, the allowance may be as 


to taxes paid by them ta their home states on income carned in the state of 
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their nonresidence. Frequently, these credits are granted, in the case of 
nonresidents, upon the éondition that their home states grant a similar 
credit to persons taxed by them as nonresidents, 

Other devices used - which need no further comment here - are: 
(1) complete exemption of income paid to nonresidents; and (2) exemption 
of the out-of-state income of residents. Massachusetts is in the former 
category, and Idaho is in the latter. 

Types of Tax Credits and Reciprocity 

At the present time there are nine personal income tax states 
which allow a tax credit to both residents and nonresidents, conditional - 
in the case of nonresidents ~- upon reciprocal treatment by the other per- 
sonal income tax states.l Six of these states allow acredit to their own 
residents, on personal income taxes paid by them to other states on incame 
earned in such states, only if such other states do not allow such persons 
a credit against the taxes imposed by such other states for taxes paid by 
such persons to their home state, The burden of the credit is thrown on 
the state of nonresidence, and only when the state of nonresidence allows 
no credit is a credit allowed by the state of residence. 

A good sample of the formula developed by the above six states is 
to be found in sections 17976 - 17977 of the California Revenue and Taxation 
Code which stipulates that - 

"17976. Income Taxes paid by residents to another state 

or country. Subject to the following conditions, residents 
Shall be allowed a credit against the taxes imposed by this 
part for net income taxes imposed by and paid to another 
State or country on income taxable under this part: 

"(a) The credit shall be allowed only for taxes paid 

to the other State or country on income derived from sources 
within that State or country which is taxable under its 


laws irrespective of the residence or domicile of the 
recipient. 





larizona, California, Delaware, Kentucky, Marylad, Montana, New Mexico, North 
Carolina, Virginia 
2 arizona, California, Kentucky, Maryland, Montana and Virginia 


al, 


"(b)- The credit shall not be allowed if the other State 


or country allows residents of this state a credit against 


the taxes imposed by that State or country for taxes paid or 


payable under this part. 


"(c) The credit shall not exceed such proportion of the 
tax payable under this part as the income subject to tax in 
the other State or country and also taxable under this part 
bears to the taxpayer's entire income upon which the tax is 


imposed by this part. 


"17977. Income taxes paid by non-residents to State or 


country of residence. Subject to the following conditions, 
non-residents shall be allowed a credit against the taxes 
imposed by this part for net income taxes imposed by and 


paid to the State or country of residence on income taxable 


under this part: 


"(a) The credit shall be allowed only if the State or 
country of residence either does not tax income of residents 


of this State derived from sources within that State or 
country or dilows residents of this State a credit against 
the taxes imposed by that State or country on such income 
for taxes paid or payable thereon under this part. 


"(b) The credit shall not be allowed for taxes paid to 


a State or country which allows its residents a credit 


against the taxes imposed by that State or country for income 
taxes peid or payable under this part irrespective of whether 
uts residents are allowed a credit against the taxes imposed 
by this part for income taxes paid to that State or country. 


"(c) Credit shall be allowed only for such proportion 
of the tazes paid to the State or country of residence as the 
income tacotle under this part and also subject to tax in the 
Stace oz country of residence bears to the entire income upon 
wiich the taxcs paid to the State or country of residence are 


imposed, 


"(q) The credit shall not exceed such proportion of the 
tex payable uncer this part as the income subject to tax in 
the State or country of residence and also taxable under this 


part bears to the entire income taxable under this part." 


this 


The formula is not, of course, identical in all six states of 


group. The language varies; and in some statutes certain features 


of the California law are absent. But the general idea is the same, 


New Mexico and Montana grant reciprocity both in the form of tax credits 


and deductions. And Kentucky goes in for algebraic squations: 
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"eredits allowed non-residents, The tax-before+credit 


em mn a ee 


that preporti.cn of the tax-after-credit payable to the 

state of residence (to - co) which the income subject to 
taxation by the state of non-residence (i,) bears to the 
entire income upon which the tax payable to the state of “@ 
residence is imposed (io), 


"That is, 
15 
Cc] = Ws (to - Co) nl 





Four states - New York, South Carolina, Iowa and Vermont - allow 
a tax credit, conditional upon reciprocity, to nonresidents only, and not 
to residents. The New York Income Tax Law, which is fairly representative 
of this group, states that - 


"Whenever a taxpayer other than a resident of the state 
has become liable to income tax to the state or country where 
he resides upon his net income and net capital gain for the 
taxable year, derived from sources within this state and 
subject to taxation under this article, the tax commission 
shall credit the amount of income tax payable by him under 
this article with such proporticnof tne tax so payable by 
him to the state or country where he resides as his income 
subject to taxation under this article bears to his entire 
income upon which the tax so payable to such other state or 
country was imposed; provided that such credit shall be 
allowable only if the laws of said state or country (1) 
grant a substantially similar credit to residents of this 
state subject to income tax under such laws or (2) impose 
a tax upon the personal incomes of its residents derived 
from sources in this state amd exempt from taxation the 
personal incomes of residents of this state. No credit 
shall be allowed against the amount of the tax on any 
income taxable uncer this articie which is exempt from 
taxation under the laws of such other state or country." 


Vermont's law on this subject differs from the language of the 
foregoing New York citation only in ite shatitory cross references and in 
the name of the agency administering the personal income tax.’ This is true 
also of the South Carolina statute.4 This language, with minor differences, 


is also found in the Maryland and Virginia statutes ,> although these states 


loommerce Clearing House, Inc., The Kentucky Tax Service, p. 1317 

en.Y. Tax Laws, Art. 16, s. 363 

3¥t, Stat. (1947) ce 43 se 937 

4s.c. Income Tax Act. s. 239 

SMerylend Income Tax Law, se 232; Virginia Code, Title 58, c. 4, s. 10) 
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belong in the "California class" in the sense that they provide credits 
for taxes paid by their own residents to other states. 
Louisiana and Oregon allow their residents a credit for personal 
income taxes paid to other states where such other states do not allow a 
credit against such taxes payable by Louisianans and Oregonians to their 
home states on such income; but no tax credit is allowed by these states 


to nonresidents. Likewise, eight states 1 and the District of Columbia 


provide no tax credit to nonresidents and allow residents a credit on taxes 
paid to other states; however, they do not condition the credit to residents 
upon reciprocal action by other states. One of these states - Arkansas - 
allows both residents and nonresidents a deduction of a general nature on 
other taxes paid; but Arkansas is considered to be a 'non-reciprocity state. 

Five states - Idaho, Minnesota, Missouri, North Dakota and Wis- 
consin - are classified as "non-reciprocity states" because they allow no 
credit, either to residents or nonresidents, on account of personal income 
taxes paid to other states or countries. 

Massachusetts, though its personal income tax makes no mention of 
reciprocity, is deemed to be a "reciprocity state" because it does not tax 
the Massachusetts income of nonresidents and because it allows income taxes 
paid by its residents to other tax jurisdictions to be deducted by the tax- 
payer 
Differing Views as to Reciprocity 

In his analysis of reciprocity in income taxation,4 Clarence Heer 


has stated his belief that when a debtor state - i.e. a state with a large 





laiabama, Arkansas, Colorado, Georgia, Kansas, Mississippi, Oklahoma and 


Utah 
2altman, GeT. and Keesling, F.M., Allocationof Income in State Taxation, 
Supra. 


3General Laws, c. 62, se 6 (c) 
Lveer, Clarence, "Reciprocity - a Critical Appraisal of its Possibilities," 


Proceedings of the Thirty-Third Anmual Conference on Taxation, Nation- 
al Tax ASSOCe, 1940, pp» 350-300 ° 
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part of its private industry payroll going to nonresidents ~- adopts recip- 
rocity it inevitably loses more in revenue than its own residents gain in 
foreign tax credits; but that neither state is at a disadvantage when it 
grants credits for out-of-state taxes paid by its own residents. He argues 
that "when credits to residents are used in conjunction with reciprocal 
credits to nonresidents, needless complications are introduced", and that 
"reciprocity provisions as we find them today are complicated mechanisms - 
(some of which) have the habit of turning into boomerengs...!t In business 
taxation, reciprocity or the denial of it, have been used as a tool of econ- 
omic warfare by certain states to protect the foreign interests of their 
domestic companies, or to protect domestic firms from competition. ¢ 

An opposite view was taken by the National Tax Association's 
Committee on Multiple Personal Income Taxes in197. This Committee, in 
submitting a report which urged, among other things, the standardization 
_by the states of certain terms used in their personal income tax laws, also 
recommended that the states not already doing so adopt a nonresident tax 


credit on a reciprocal basis as a means of reducing double taxation. This 


thesis is at the basis of the New York nonresident reciprocal credit pro- 
vision, which was drafted by the noted economist, Professor KE. Re A. 
Seligman, 
Reciprocal Income Tax Enforcement 

Another form of reciprocity is to be found in the personal income tex 
enforcement field. Twenty-two states, including Minnesota, have reciprocal 
tax enforcement statutes permitting the use of their courts by other states 
for the collection of taxes due to the latter, upon the condition of a like 
privilege being granted in return, 4 


1Ibid. 

2Tbid. 

3proceedings of the Fortieth National Conference of the National Tax Associ- 
ee eee ae ae ee ets ur mer ne tay t a. Ty 

lpirector of Research, Minn. Leg. Research Committee, in letter to Director 
of Mass. Leg. Research Bureau, )/13/55 
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Retaliation against Massachusetts Residents 
If the General Court enacts a law taxing the Massachusetts income 
of nonresidents, and includes therein a reciprocity clause, Massachusetts 
residents will be assured automatically of reciprocal treatment by the 
District of Columbia and the thirteen other "reciprocity" states. These 


states are -- 


Arizona New Mexico 
California New York 
Delaware North Carolina 
Towa South Carolina 
Kentucky Vermont 
Maryland Virginia 
Montana 


Failure to include a reciprocity clause in our law would, of 
course, result in automatic retaliation by such states in the form of a 
denial of reciprocal tax credit privileges to Massachusetts residents. 

The inclusion of a reciprocity clause would entail the denial, 
by Massachusetts, of reciprocal tax credits to residents of the District 
of Columbia and the State of North Carolina on their Massachusetts income 
from unincorporated business (the only class of income in which these tax 
jurisdictions do not practice reciprocity.) Massachusetts weuld also deny 
reciprocal tax credits to residents of the following fifteen states on all 


of their Massachusetts personal income because these states do not practice 


reciprocity: 
Alabama Kansas North Dakota 
Arkansas Louisi aa Oklahoma 
Color ado Minnesota Oregon 
Georgia prices eee Utah 
Idaho Missouri Wisconsin 


Reciprocity would also be denied to residents of Alaska and Hawaii 


on like grounds, 





limere city income taxes ere imposed, Massachusetts would reciprocate if 
city does. Pennsylvania, as of January 1, 1955, had no state personal 
income tax. 
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In seventeen states and one territory the interests of Massa- 
chusetts residents will be unaffected because these states do not impose a 


personal income tax: 


Connecticut Nebraska | South Dakota 
Florida Nevada Texas 
Illinois New Jersey Washington 
Indiana Ohiol West Virginia 
Maine Pennsylvanial Wyoming 
Michign Rhode Island Puerto Rico 


New Hampshire imposes a personal income tax on the income of its” 
residents from stocks, bonds and other securities, but does not tax this 
income to nonresidents: therefore, Massachusetts would, under the doctrine 
of reciprocity, treat New Hampshire as a non—net income tax state. Tennessee 
taxes this same class of income from Tennessee sources to residents and 
nonresidents alike, granting no reciprocity to nonresidents. Massachusetts, 
if it includes unearned income in its nonresident tax base, would therefore 
deny reciprocity to Tennessee, 

It should he noted that only two of the five states bordering on 
Massachusetts - namely New York and Vermont ~ are full fledged net income 
tax states; and that in each instance provisos relative We reciprocity are 
incorporeted in their personal income statutes. New Hampshire, as has been 
observed, is only a partial income tax state, taxing only the unearned income 
of its inhabitants. All other neighbors of Massachusetts are sales tax 
states, some of whichh ave corporate income taxes, and none personal income 
taxes. 

Exact data as to the number of Massachusetts inhabitants working 
in neighboring states, md particularly in New York and Vermont, is lacking, 
es, indeed, are statistics relative to the exact number of nonresidents 


employed in the Commonwealth or deriving income from sources therein. It 





lWhere city income taxes are imposed, Massachusetts would reciprocate if 
city does. Pennsylvania, as of January 1, 1955, had no state personal 
income tax. 
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is therefore impossible to measure with my degree of accuracy the extent 
of the "retaliation" by New York and Vermont, in dollars or in taxpayers, 
as ® consequence of a nonreciprocal tax by this state on the Massachusetts 
income of residents of these states, 

However, it would seem that -- so far as numbers of people in- 
volved are concerned -~ the inhabitants of Berkshire County and’ the Connect— 
icut River Valley would bear the brunt of such retaliation, by virtue of 
their proximity to New York and Vermont. A smaller number of people in 
Eastern Massachusetts with business interests in reciprocity states would 
be injured; but the Massachusetts residents employed in Connecticut, Rhode 
Island and the New Hampshire part of the Merrimack River Valley would be 
untouched so long as those states do not tax salaries md weges under a 
personal income tax statute, 

If these states do impose such a tax, they must impose it on their 
own residents as well; for to apply it to nonresidents only would constitute 
a violation of the Equal Protection of the Laws Clause and the Privileges 


and Immunities Clause of the Federal Constitution. 
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VI. COLLECTION OF THE TAX 


‘As of April 26, 1955, the personal incom tax states and terr- 

itories were resorting to one or to both of, two major devices in the 

collection of ‘personal income taxes due. They were: (1) the information 
" petarn and (2) the withholding tax. The methods of pplication in vogue 

Micah: 

i Non-Wi thhol ding States 
st) The District of Columbia and twenty states,! including Massachu- 
setts, do not use the withholding tax device in collecting personal income 
| taxes from residents or - in the instance of the seventeen of the foregoing 
states which tax nonresidents - from such nonresidents. 
| All of these states rely upon an information return filed by the 
individual taxpayer, setting forth such information as is required by statute 
or by the tax department, pursuant to statute; and, so far as eh oneal 
almost all of these states require persons, firms, corporations am units 
of government subgect to their jurisdiction to file information returns of 
salaries, wages, dividends and other payments made by them, in excess of 
$500 or some other specified amount during the taxable ean to any indiv- 
idual, firm or corporation. The law, in each of these states, is similar 
in its general outline to the provisions of sections 22-33 inclusive of 
Chapter 62 of our General Laws. There are variations from state to state - 
some requiring more extensive and more detailed reports; but the general 


idea is the same, 


Tay 


abama, Arkansas, Georgia, Idaho, Kansas, Louisiana, Massachusetts, 
Minnesota, Mississippi, Missouri, Montana, New Hampshire, New Mexico, 
North Carolina, North Dakota, Oklahoma, South Carolina, Tennessee, 
Utah and Virginia. New Hampshire aid Tennessee tax income from 
intangibles only, and not other income, 
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Withholding States 

The states of California, Iowa, New York, Arizona, Colorado, 
Delaware, Kentucky, Maryland, Oregon, Vermont and Wisconsin, and the 
Territories of Alaska and Hawaii, require not only the use of information 
returns described in the preceding section, but also apply the withholding 
tax device to the collection of personal income taxes, 

California, Iowa and New York use the withholding tax only in the 
collection of the income tax from nonresidents; and is generally applied by 
them only to the collection of so much of the tax as is due on salaries 
and wageSe | 

Wisconsin applies its withholding tax only to the collection of 
its so-called "privilege dividend tax" on dividends payable to residents 
and nonresidents by Wisconsin firms, but not to other elements of personal 
income. 

The remaining states and territories apply the withholding tax to 
residents and nonresidents alike, especially in the collection of so much as 
is due on salaries and wages, and sometimes to the collection of amounts due 
on other income. _ The same is true of the City of Philadelphia under its 
income tax ordinance, 

The use of the withholding device in the collection of the tax due 
on salaries and wages, not only with respect to nonresidents, but also as to 
residents, has been gaining in popularity. Maryland, which until this year 
applied it only to nonresidents, has extended it to residents; and similar 
action has been recommended in New York.! Use of the withholding tax where 
nonresidents are concerned has been deemed necessary in order to prevent or 
to diminish tax delinquencies, especially in the taxation of salaries and 


wages, It is not deemed so necessary where other types of incamne are 


in, Y. Temporary Comm. on the Fiscal Affairs of the State Govte, A Program 
q (Gaal 


for Continued Progress in Fiscal Management, Staff Report No. 
° eary)s ol. II, Feb. 
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involved, because the business or property used by the taxpayer is hostage 
for the payment of the tax. 

Mr. George E. Cleary, consultant to the New York Temporary Com 
mission on Fiscal Affairs, has summarized the advantages of the withholding 
tax as follows: 

(1) It enables the tax department to get a complete record 
of the salaries and wages earned by the taxpayer, and much fuller 
information than is secured through information returns; 

(2) It facilitates prompt tax collection; 

. (3) By relying on the solvency and financial responsibility 
of the employer - who collects the tax - rather than that of 
the more numerous, md often less responsible employees, the 
volume of revenue lost through tax delinquency is reduced. 

The principal disadvantage cited by Mr. Cleary was the necessary 
administrative expense, including the expense to the state of refunds 
(especially where very small amounts are involved). However, Mr. Cleary 
believed that the administrative cost to the state would be more than offset 
by the reduction in delinquencies, ad that the use of business machine 
bookkeeping would cut administrative costs still further. He did not fore- 
see any significant increase in costs to the employers, beyond the printing 
of new forms; for employers must now account for deductions for social 
security, Federal withholding taxes, hospitalization, group life insurance, 
union dues and bond purchases. All that is required is for the employer to 
add one more column to his sheet. Mr. Cleary recommended the use of with- 
holding tables which would cut the employer's accounting costs. 

The New York personal income tax withholding provisions, in effect 
on January 1, 1955, are as follows: 

"366. Information and payment at source. 1. For each calendar 
year, every withholding agent shall deduct and withhold from all 
salaries, wages, commissions, gratuities, emoluments, perquisites 
and other fixed or determinable annual or periodical compensation 


of whatever kind and in whatever form paid or received, earned by 
any texpayer for personal services (other than personal services 


1 SOO i a 
Ibid 


106 


BR: 


as an employee of an international organization) and taxable 
under this article, of which he shall have control, receipt, 
custody, disposal or payment, the following amounts: Two per 
centnum of the first one thousand dollars or less, three per 
centum of the next two thousand dollars or less, four per 
centum of the next two thousand dollars or less, five per 
centum of the next two thousand dollars or less, six per centum 
of the next two thousand dollars or less, seven per centum of 
the excess over nine thousand dollars, by which the amount of 
such compensation paid or to be paid in the calendar year, by 
such withholding agent to such taxpayer, less ten per centum 
thereof, or five hundred dollars, whichever is less, exceeds 
the amount of the exemptions granted to such taxpayer under 
section three hundred sixty-two of this chapter as shown by a 
certificate filed with the withholding agent in form to be 
prescribed by the tax commission or one thousand dollars if 

no certificate showing his personal exemption status is filed 
with the withholding agent by at axpayer other than a resident 
of this state. If it appears that another state has passed a 
law taxing incomes in such manner as will result in its 
residents being entitled to credit under section three hundred 
sixty-three hereof, sufficient to offset all taxes imposed by 
this artiale, the tax commission may, by regulation, relieve 
residents of such state from being required to make any return 
under this article, and may prescribe a form of certificate 

to be filed by residents of such state with withholding agents. 
A withholding agent with whom such a certificate shall be filed, or 
with whom a certificate, in such form as shall be prescribed - 
by the tax commission, to the effect that the person entitled 
to such compensation is a resident of this state and setting 
forth his residence address, shall be filed after the beginning 
of the calendar year and before the tie when he is required to 
make return and payment, need not deduct or withhold anything 
from the compensation of the person filing such certificate. 
The tax commission, may by regulation, require withholding 
agents to forward to it at stated times any of the certificates 
mentioned in this subdivision, 


"2. Every withholding agent shall make return to the tax 
commission of complete information concerning the amount of all 
interest, rent, salaries, wages, premiums, annuities, compensa- 
tions, remunerations, emoluments or other fixed or determinable 
gains, profits and income, except interest coupons payable to 
bearer, of any taxpayer taxable under this article of one 
thousand dollers or more in any taxable year under such regula- 
tions and in such form and manner and to such extent as may be 
prescribed by the tax commission. 


"3. Every withholding agent required to make return of 
information under subdivision two of this section with respect 
to payments made to resident taxpayers shall make return 
thereof on or before the fifteenth day of February in each 
year and every withholding agent required to make such return 
of information with respect to payments made to a taxpayer 
other than a resident of this state or required to deduct and 
withhold any tax under subdivision one of this section shall 


“lS 


make return thereof on or before the first day of March in each 
year and shall at the time of making such return pay any tax so 
required to be deducted and withheld to the tax commission, 
except that the tax commission may, if it believes such action 
necessary, in an emergency where collection of the tax may be 
in jeopardy, require any such withholding agent to make such 
return and pay to it the tex deducted and withheld at any time 
or from time to time. Every such withholding agent required 
so to deduct and withhold any tax is hereby made liable for 
such tax and is hereby indemnified against the claims and 
demands of any individual, corporation or partnership for 

the amount of any payments made in accordance with the pro- 
visions of this section, 


"th, Income upon which any tax is reqired to be withheld 
at the source under this section shall be included in the return 
of the recipient of such income, and any amount of ta actually 
deducted and withheld shall be deemed to have been paid to the 
tax commission by said recipient and shall be construed to be a 
special fund in trust for the tax commission md shall be 
credited against the amount of income tax as computed in such 
return, 


"S, If any tax required under this section to be deducted 
and withheld is paid by the taxpayer, it shall not again be 
collected from the withholding agent; nor in cases in which 
the tax is so paid on or before the date prescribed for its 
payment by the taxpayer shall any penalty be imposed upon the 


withholding agent for failure to return or pay the same, unless 
such failure was fraudulent and for the purpose of evading 


payment,"1 ; 


Estimated Collections by Massachusetts 

It has been estimated by the Fiscal Survey Commission that the 
imposition of the ieseeesite personal income tax on the Massachusetts 
income of nonresidents would produce an additional $5,000,000 annual revenue 
to the Commonwealth. 

This estimate, according to Mr. William A. Schan, Commissioner of 
Corporations and Taxation, was arrived at by dividing New York's estimated 
1954 revenue from nonresident income taxes ($2h,000,000) by three, on the 
premise that everything in New York is about three times as large as in 
Massachusetts, so far as governmental revenues and expenditures are con- 


cerned, The figure of $8,000,000, so arrived at, was reduced to $5,000,000 


ey LIST RPP 
N.Y. Tax Law, Art, 16, s. 366 


‘Mass, Fiscal Survey Commission, 2nd Report, Revenue Program for the 
Commonwealth, (House Doc. 2400), Jan. 1955, pe 16 
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in order to adjust for the fact that much of the New York revenue comes from 
Connecticut and New Jersey residents working in New York City, and that the 
number of taxable nonresidents is not expected to be proportionally as great 
in Massachusetts as in New York. 
The Legisl.tive Research Bureau, acting upon the suggestion of 
Mr. Charles F. Conlon, ExecutiveDirector of the Federation of Tax Adminis- 
trators, undertook to secure figures from the Commonwealth's Divisions of 
Employment Secuirty as to the claims for unemployment compensation hy people 
who work in Massachusetts and lige in another state. The Director of Employ- 
ment Security, Mr. Dewey G. Archambault, states in his letter of May 2, 1255, 
that -- 
"The out-of-state addresses shown on our benefit ledger cards would 
enable us to compute (at a very heavy expenditure of personnel time ) 
the amount of nonresident claimants' wages earned in the baseyear in 
employment covered by our law. However, we would not know whether 
they had lived in Messachusetts while earning such wages and then left 
the state or whether they had been commting from a neighboring state 


while such wages were being earned. 


"Moreover, it seems likely that many non-residentswho work in 
this state never become claimants .. .! 


In view of the limitations of time the Bureau has not asked the 
Division of Employment Security to pursue the matter further. 

Due to the absence at this time of my really concrete figures 
on which to base an estimate, and because of the very substantial differences 
between the rates, exemptions, deductions and tax formulae in effect in 
New Yorki spq Massachusetts, the Legislative Research Bureau does not feel 
able to predict the revenue to be anticipated from the inclusion of the 
Massachusetts income of residents without domicile, and nonresidents, in 
our tax base. The extreme difficulty in formulating a valid estimate may 
be demonstrated by the differences in revenue received from this source 


by other states. 


ee 
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State Fiscal Year No. of Returns Net Revenue 
Californiat 1953 Not reponweare $661, 301 
Maryland* eh 1100012, 000 ,00,000-500, 000 
Minnesota? 1953 5,896 433,162 
New York! 1953 Not reported 21,340,000 
Wen tee? 1953 8, O44 300, 397 
Virgini pe 1953 R, 905 414,585 


The average estimated annual revenue received from this tax by the 
five states above, exclusive of New York, is about $60,000. It would seem 
to indicate that New York has an extraordinarily high "take" arising, in all 
probability, from the peculiar position of New York City. And it also indicates 
the very strong Peer 14 ty that Massachusetts! receipts from such a levy will 
run considerably below the $5 million mark estimated by the Fiscal Survey 


Commission, 


Source: California State Board of Equalization. 4-13-55 (Letter), 


5 Estimate. Source: Income Tax Division, Dept. of the Treasury 
(Maryland). lj-22-55. (Letter). 

3 Source: Minn. Legislative Research Committee. lj-13-55. (Letter). 

y Estimate by staff of Massachusetts LegislativeResearch Bureau. 

5 Source: Vermont Commissioner of Taxes. lj-12-55 (Letter). 
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Source: Virginia Dept. of Taxation. -13-55. (Letter). 
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Workability of Taxation of Nonresident Income in Massachusetts. 


Twenty-nine states, two territories, anda number of cities (in 
Missouri, Pennsylvania and Ohio) now apply an income tax to the income derived 
from sources within their borders by nonresidents. It would therefore appear 
that this tax would be workable in Massachusetts; and that the only difficulties 
to te encountered by Massachusetts beyondthose dready met elsewhere would arise 
from any peculiarities of the Massachusetts taxlaw. We do not believe that 
these difficulties would be insuperable, or even significant. 

Administration of the tax on the Massachusetts income of nonresidents 
will require a small increase in the staff of the Department of Corporations 
and Taxation, probably in proportion to the number of new taxpayers added to 
the rolls. 

If the tax is applied to the Massachusetts income of nonresidents 
from professions, employments, trade, or business, including salaries and 
wages, the only real question is whether or not Massachusetts should join the 
ranks of states which utilize the withholding device as a means of tax col- 
lection. That decision will depend largely upon whether or not the total 
estimated tax collections are great enough to justify the administrative 
expense to the state of withholding. No difficult calculations would be 
required of the individual taxpayer if this basis of the income tax is used. 

Additional difficulties are introduced, however, if the hasis of the © 
jncome tax is broadened. In the case of a tay which includes anmuities and 
capital gains, an additional burden would be imposed on the resident taxpayer 
who must then calculate his reciprocal tax credits, assuming that our tax law 


includes reciprocity clauses. 
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More serious problems will arise if the income of nonresidents from 
intangibles is taxed in Massachusetts, 

It is not the general practice of the personal income tax stutes-- 
California and New York, for example -——- to tax the income of nonresidents 
from intangibles such as stocks and bonds, having businegsodisus in the state3 
exceptions occur for brokers, and others doing regular business in intangibles. 

New York does not tax the New York income of nonresidents from 
annuities, interest on bank deposits, or similar sources, The reasons given 
by New York authorities i for this policy are three, namely: 

(1) The probability of extensive evasion; 

(2) The excessive administrative costs to New York banks 

insurance companies and other corporations in keeping 
necessary records and reporting payments to a great 
number of recipients, many of whom receive small 
amounts; and | 
(3) The competitive disadvantage such banks, insurance 
companies and corporations would be placed at, with 
respect to like firms in other states. 
Use of the withholding device in administering a tax of this sort 


would create great administrative difficulties, and -- as in the case of 


Wisconsin —— some economic ill will. 


1 
Chalmers, J., New York State Tax Commission, Special Report No. 15 
-- The New York State Personal Income Tax, 19]. 
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VII. PROPOSALS TO TAX NONRESIDENTS 


There are before the 1955 General Court two bills discussed below, 
which would extend the Massachusetts personal income tax to the Massachusetts 
income of nonresidents. They are House Document 72, filed by Representative 
Bliss of North Attleboro; and a bill, entitled "An Act Relative to the Taxation 
of Personal Income't, which appears in House Document 2679, (pp 18-25) filed 
by the Fiscal Survey Commission in support of proposals in its Second Report, 
numbered House Document 200. 

Proposal of Representative Bliss (H. 472) 

House Document 72 wouldextend the Commonwealth's income tax to the 
Massachusetts income of "persons not inhabitants" of this state from pro-~ 
fessions, employments, trade or business. Provisions are included relative 
to dividends of partnerships consisting in whole or ec of partners not 
inhabitants of the Commonwealth. 

This bill contains a reciprocity clause* almost identical with those 
row in effect in New York and Vermont. If enacted, it would make Massachusetts 
the fourteenth conditional reciprocity state; for the credit would become 
available only to those nonresidents whose home states afford a like privilege © 
to Massachusetts inhabitants. 


Proposal of the Fiscal Survey Commission. 
The personal income tax bill submitted by the Fiscal Survey Commission 





as part of H. 2679 embodies all of the personal income tax proposals of the . 
Commission. Its proposals relative to nonresidents appear in Sections 8, 10, . 
13, 14 and 17 of the proposed act. 3 | : 

| 


This bill equates residence to domicile, and classifies persons 


a Section 1 
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whose domicile is outside of the Commonwealth as "nonresidents", It provides 

for the taxation of the Massachusetts earned income of (a) estates of nonresident 
decedents; and (b) nonresident member's of partnerships doing business in 
Massachusetts. 

General Comments. 

While H. 472 and H. 2679 are steps in the right direction, they have 
a number of defects wh*ch would have to be corrected, in the light of the 
experience of other states. Both bills would extend the tax to the Massachusetts 
earned income of persons not domiciled here, 

Neither of the bills substitutes for the word "inhabitant", as now 
appearing in our tax law, the word "resident" together with its broader and 
more inclusive definition now in use in the vast majority of personal income 
tax states. If either bill was enacted, residents without domicile would be 
taxed as "nonresidents", with a degree of preferential treatment over residents 
with domicile. Some of the language in lines 6-7 of Section 8 of the Fiscal 
Survey Commission bill, (page 21 of H. 2679) might possibly exempt residents 
without domicile from the tax, 

Neither bill seems to provide adequately for the allocation of the 
interstate business activity income of nonresidents, This inadequacy might 
cause some difficulties. 

H. 472 provides for reciprocity, but H. 2679 does not. In fact, 
the latter bill even eliminates the deduction allowed to inhabitants for income 
taxes paid to other states. Thus, the blow to the Massachusetts residents, of 
retaliation by the conditional reciprocity states, would be supplemented hy 
a loss of his present deduction for income taxes paid to these states. 


H. 472 contains a constitutional defect in that it would tax the 


at Phen 
personal services income of nonresident military personnel. This income 


has been exempted, by act of Congress, from taxation by states other than wre 


serviceman's home state; and the principles of McCulloch v. Maryland apply. 


Project Staff: 


Herman C. Loeffler 
James Hugh Powers 
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APPENDIX 


Computation of New York and Massachusetts Income Taxes 
Under Nonresident Tax Provisions 


In order to indicate the actual tax results to individual tax- 
payers of alternative methods of extending the Massachusetts income tax to 
the Massachusetts income of nonresidents, the following tax computations 
are presented using the hypothetical assumptions indicated, 
Assumptions 

I. Each of the representative taxpayers described under II below is 
assumed to be a married man with a wife and two children. Each earns either 
$1, ,000 or $10,000 anmally from salaries and wages as indicated, and has no 
other income, Federal income taxes on their earnings are assumed to be $2))5, 
and $1,120 respectively. 

II. The representative taxpayers are assumed to be as follows: 


Taxpayer No. 1. New York resident with total income of 
$4,000 in Massachusetts. 


Taxpayer No. 2. Massachusetts resident with total income 
of $1,000 in New York. 


Taxpayer No. 3. New York resident with total income of 
$10,000, of which $5,000 is from Massachusetts sources and 
$5,000 from New York sources, 


Taxpayer No. . Massachusetts resident with total income 
of $10,000, of which $5,000 is from Massachusetts sources 
and $5,000 from New York sources. 


III. The differing tax credit and reciprocity formulas now used in 
California and New York are as follows: 
California Formla 


(1) Residents. -- "Income taxes paid by residents to another state or 
country. subject to the following conditions, residents shall be allowed 
a credit against the taxes imposed by this part for net income taxes imposed 
by and paid to another State or country on income taxable under this part: 


"(a) The credit shall be allowed only for taxes paid to the other 
state or country on income derived from sources within that state or 
country which is taxable under its laws irrespective of the residence 
or domicile of the recipient, 
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"(b) The credit shall not be allowed if the other state or country 
allows residents of this state a credit against the taxes imposed by 
that state or country for taxes paid or payable under this part. 


"(c) The credit shall not exceed such proportion of the tax payable 
under this part as the income subject to tax in the other state or 
country and alsot axable under this part bears to the taxpayer's 
entire income upon which the tax is imposed by this part! 


(2) Nonresidents. -- "Income taxes paid by non-residents to state or 
country of residence. Subject to the following conditions, nonresidents 
shall be allowed a credit against the taxes imposed by this part for net 
income t axes imposed by and paid to the state or country of residence on 
income taxable under this part: 


"(a) The credit shall be allowed only if the state or country of 
residence either does not tax income of residents of this state 
derived from sources within that state or country or allows residents 
of this state a credit against the taxes imposed by that state or 
country on such income for taxes paid or payable thereon under this part. 


"(b) The credit shall not be allowed for taxes paid to a state or 
nountry which allows its residents a credit against the taxes imposed 
by that state or country for income taxes paid or payable under this 
part irrespective of whether its residents are allowed a credit against 
the taxes imposed by this part for income taxes paid to that state or 
country. " 


"(c) Credit shall be allowed only for such proportion of the taxes 
paid to the state or country of residence as the income taxable under 
this part and also subject to tax in the state or country of resid- 
ence bears to the entire income upon which the taxes paid to the 
state or country of residence are imposed. 


"(d) The credit shall not exceed such proportion of the tax pay- 
able under this part as the income subject to tax in thes tate or 
country of residence and also taxable under this part bears to the 
entire income taxable under this part," 


New York Formula 


(Modified to allow deduction of Federal income taxes paid) 


(1) Residents. -- income taxes paid -- Residents of this state shall 
be allowed to deduct the amount of income taxes paid by them during the 
texable year to the United States on income received by them. 


(2) Nonresidents. — Whenever a taxpayer other than a resident of the 
Commonwealth has become liable to income tax to the state or country where 
he resides upon his net income and net capital gain for the taxable year, 
derived from sources within the Commonwealth and subject to taxation under 
this chapter, the tax commissioner shall credit the amount of income tax 
payable by him under this chapter with such proportion of the tax so payable 
by the taxpayer to the state or country where he resides as his income sub- 
ject to taxation under this chapter bears to his entire income upon which 
the tax so payable to such other state or country was imposed; provided, 


a ee 

that such credit shall be allowable only if the laws of said state or 
country (a) grant a substantially similar credit to residents of this 
commonwealth subject to income tax under such laws or (b) impose a tax 
upon the personal incomes of its residents derived from sources in this 
commonwealth and exempt from taxation the personal incomes of residents 
of this commonwealth. No credit shall be allowed against the amount of 
the tax on any income taxable under this chapter which is exempt from 
taxation under the laws of such other state or country. Federal income 


taxes paid by nonresidents on their Massachusetts income shall be 
deductible, 


TAX CCMPUTATIONS 
The following computations show the approximate New York and 
Massachusetts Pies taxes to be paid by the foregoing resident and non- 
resident taxpayers, if Massachusetts accepts either the California or New 
York reciprocity provisions, or docs not practice reciprocity. Fractions 


of dollars are omitted. 


I. Income taxes due under the present Massachusetts and New York laws 


Taxpayer 
No. 1 No. : No. 35> NOs 


New York 
Tex before credit $1) $1) $25 $1 
Tax credit re) 9 0 30 
Net tax ur 4 25 11 
Massachusetts 
ax 0 13 0 ay li 
Total Tax 14 $17 ahs 182 


Note; New York allows a basic exemption of $2500 for the husband and 
his wife, and $400 per child, for a total of $3,300. New York does not 
allow deduction of federal ‘and state income taxes paid. Massachusetts 
provides a basic exemption of $2,000 for the taxpayer, $500 for his nee 
and $400 per child, for a total of $3,300, Federal and state income taxes 


paid may be deducted under the Massachusetts law. 


ety 


Il. Income taxes due if Massachusetts. taxes nonresidents, 
using the California reciprocity formula. 


MPSD aioe - Taxpayer 
Now ht NOs No. 3 No. 
New York ) 
~ Tax before credit $1), $1) $2h5 $41 
Tax credit 0 9 ‘@ 30 
Net tax Wy h 245 Te. 
Massachusetts 
Tax before credit 13 13 35 by ail 
Tax credit 13(1) 0(2) aol) 4(2) 
Net tex eer ite: 0 clei 
Total tex $1) $17 $25 182 


(1) Because Massachusetts allows Federal incame taxes paid to be deducted. 
(2) No credit allowed, because New York allows a credit to nonresidents, 


TII. Income taxes due if Massachusetts taxes nonresidents, 
using the New York reciprocity formula 


Taxpayer 
No. 1 No. 2 Noye4 Nossa: 
New York 
“Tax before. credit $1), . $1), $25 $ha 
Tax credit ek 9 C 30 
Net tax ly h 2h5 et 
Massachusetts 
Tax before credit 13 13 of phat 
Tax credit 13 0 35 0 
Net tax 0. 13 0 171 








Total tax 3 $1h ~ $17 $2)5 #182 


IV. Income taxes due if Massachusetts taxes. nonresidents, 
allowing no reciprocal or other tax credit 





. 


Taxpayer | 
No, 1 No. 2 No. 3 No. Y 


eel 


New York 
Tax before credit $1), A atl $245 $41 
Tex credit 0 0 0 0 
Notiitax) iu Lie uy, 25 41 

Massachusetts : 

~ Tax before credit 13 13 35 171 
Tax credit 0 0 0 0 
Net tax 3 La 35 wy ai 


Total tax $27 $27 $280 212 


Li 


V. Recapitulation of total tax due 


Under Present If Mass. Uses Reciprocal If Mass. 
Mass. and Credit of is Non- 
7 ayer N.Y. Laws Calif. formula N.Y. Formula reciprocal 


1. N.Y. resident 

with Mass. income 

of $000 and no 

N.Y. income $y $1) $1), $27 


2. Mass. resident 

with N.Y. income of 

$4000 and no Mass. 
income 17 aly A iy 27 


3. N.Y. resident with 
N.Y. income of $5000 
axd Masse. income of 


$5000 2h5 2h5 245 280 


h. Mass. resident 
with N.Y. income of 
#5000 and Mass. in- 
come of $5000 182 182 182 212 
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LEGISLATIVE RESEARCH CCUNCIL, AND BUREAU 
(General Laws, Chapter 3) 


Section 56. There is hereby established a legislative research council, 
hereinafter called the council, to consist of two members of the senate, to be 
designated annually by the president thereof, and four members of the house of 
representatives, to be designated annually by the speaker thereof. The mem- 
bership appointed to the council from each branch of the general court shall 
be equally divized between the two major political parties. The president of 
the senate and the speaker of the house of representatives shall apnoint the 
chairman and vice-chairman, respectively, of the council. A member of the 
council may be reappointed but shall not serve after he ceases to be a member 
of the general court. Members of the council shall serve without pay as such 
but shall be reimbursed for all necessary expenses, and while the general 
court is not in session shall be reimbursed for travel and expenses to and 
from their homes to the state house at the same rate as that paid to members 
of the general court when it is in session. The members of said council shall 
not be deemed to be executive or administrative officers within the meaning of 
the constitution, but shall serve directly under the general court. 


Section 57. The council shall determine all policies with respect to a 
legislative research program as hereinafter provided and shall provide for 
the creation of a legislative research burem, hereinafter called the bureau, 
under its direction, which shall carry out the policies so determined. 


Section 58. The council shall appoint a person qualified by education 
training and experience who shall be the director of the burem. The council 
shall also appoint such assistants to the director as are necessary to carry 
out the program of statistical research and fact-finding required by the 
council. The compensation of the director and other bureau employees shall 
be subject to the approval of the committees on rules of the two branches, 
acting concurrently, of the general court, The director and his assistants 
shall not be subject to chapter thirty-one, 


Section 59, The bureau shall assist the members of the general court 
_ and any committee and recess commission thereof in all matters requiring 
statistical research or fact-finding in connection with proposed legislation 
or other matters pertaining to the functions of the general court. 


Section 60. The bureau shall be provided with quarters in the state 
house or elsewhere at a location convenient to the general court and shall, 
upon request, be furnished with such information and records by all depart- 
ments, divisions, agencies and political subdivisions and are required by it 
for the proper conduct of its duties, 


Section 61. The bureau shall make such reports to the council as are 
required by it, The council may report from time to time to the general 
- court and shall make an annual report in writing to the general court by 
_ filing a copy of the same with the clerk of the house of representatives 
on or before the serond Wednesday of November in each year. 


(195, 607; 1955, 137) 
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